This paper presents a conceptual framework for investigation of the factors influencing the failure of small and medium enterprises (SMEs) as well as the level of their recovery. Based on the review of literature, all the factors are classified either as individual characteristics of entrepreneurs or non-individual characteristics, that is, characteristics related to SMEs. Having in mind various factors identified by different researchers in their studies, the authors of this paper formed a basic hypothetical framework as well as a qualitative framework for evaluation of the most significant factors influencing SME failure and recovery. Accordingly, a preliminary questionnaire was designed in order to collect the attitudes of entrepreneurs regarding the impact of particular factors. The results of the survey were used for further quantitative analysis and as a base for the formation of a structural equation model for testing the proposed hypotheses. Using the structural equation model to derive results, the authors have found that all the analysed factors except the factors related to private time activities of entrepreneurs/owners of SMEs have a statistically significant influence on SME success, with external non-individual factors having the greatest influence. Furthermore, the results indicate that the level of recovery, business life cycle stage and the sector of a failed SME impact on the ranking of the factors leading to SME failure. The study points to the necessity of improving the conditions under which SMEs operate, primarily by removing the obstacles that hinder growth and development of SMEs as well as by developing the appropriate system of support for entrepreneurs. In addition, having a clear vision of the factors of failure can help SMEs to become more resistant to the adverse effects of these factors and deal with them more effectively.
Introduction
There is a common consensus among scientists and experts that small and medium enterprises (SMEs) represent the foundation of economic development of a country as they contribute to its economic growth, reduction of unemployment, promotion of innovation and an increase in exports (Günay and Apak 2014; Kemayel 2015; Mahmuda and Hilmi 2014) . Therefore, a great body of research into SME success conducted in the previous period should not come as a surprise. However, a large number of SMEs are reported to fail within the first five years (Hammer 2012; Hayward, Shepherd, and Griffin 2006; Kirchhoff 1994) . Research into business failure has been conducted by numerous researchers (Arasti, Zandi, and Talebi 2012; Franco and Haase 2010; Ooghe and De Prijcker 2008) ; however, not many researchers have addressed this issue in Serbia so far.
Consequently, the analysis of the factors influencing SME failure and the possibility of their enhanced recovery has not been covered sufficiently in the literature of the said region. The available literature contains only a few publications on organization vulnerability in Serbia (Aleksić et al. 2014; Ben Yishay and Grosjean 2014; Krammer 2017; Macuzić et al. 2016) , which refer to failure and recovery in the SME sector in Serbia. In addition to this, the official reports such as the Report on SMEs and Entrepreneurship, issued by the Ministry of Economy of the Republic of Serbia, as well as the Small Business Act (SBA) Fact Sheet, issued by the European Commission, are the only available documents. The above-mentioned paper of Aleksić et al. (2014) deals with the problems leading to higher organization vulnerability in a certain number of SMEs in the Serbian production sector. In order to assess their vulnerability the authors used the ratings of several factors that can influence the efficiency of the business process, which were ranked by the management of these enterprises.
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Using the developed fuzzy model, the authors could rank the studied SMEs according to the degree of vulnerability. However, the ranking of the influential factors leading to business failure was not performed. Similarly, Macuzić et al. (2016) deal with the problem of developing a model in a fuzzy environment for assessing and ranking of organizational resilience factors for a number of process industry SMEs in Serbia. The important resilience factors used were the ones identified by Azadeh et al. (2014) and Wreathall (2006) . The mentioned paper is also concerned with the SMEs in the production sector, primarily in chemical industry and it is focused on the analysis of the risks involved in operation under the influence of resilience factors.
Furthermore, the issue of organization vulnerability in the SME sector in post-socialist and less developed countries, including Serbia has been investigated only by a few foreign researchers. Thus, for example, in the paper of Ben Yishay and Grosjean (2014) the authors are concerned with the initial endowments and economic reforms in 27 post-socialist countries, including Serbia. The authors are focused on the influence of transition on the operational sustainability of companies, including the SME sector. In addition, Krammer (2017) investigates the extent to which science, technology and innovation influence economic competitiveness of the companies in less developed countries including Serbia.
Consequently, it can be said that there is a considerable research gap regarding the studies and scientific papers dealing with the factors contributing to business failure but also with the level of recovery in the SME sector in Serbia. Certainly, this is only one of the reasons for conducting this research. The other reason is related to the specific nature of business operations in Serbia as a transition country, particularly in the SME sector, which will be dealt with below.
The economy of Serbia is characterized by a high level of unemployment as well as a high rate of SME failure. Therefore, it is extremely important to identify the factors affecting business results of SMEs for the purpose of developing an adequate strategy which would reduce the rate of SME failure and increase employment rate, as well as the economic growth rate in the country. More specifically, the Report on SMEs and Entrepreneurship for 2015 indicates that, compared to 2008, this non-financial sector saw a lower gross added value by 16.2%, whereas the number of employees dropped by 14.7% (Figure 1 ). In addition, in the same period, only 63% of new economic subjects survived the first two years (Ministry of Economy 2016). The above data were also confirmed by the European Commission (2017) and can be found in the SBA Fact Sheet for 2016. It can be observed from this document that the number of employees in the SME sector in Serbia is well below the EU average, as well as the added value of SMEs. According to this report, the SME growth is held back by the difficulties in accessing credit loans and in servicing the existing debts. Besides, this report indicates that Serbia's performance in the "second chance" area stands roughly in line with the EU average. The "second chance" implies ensuring that honest entrepreneurs who have gone bankrupt get a second chance quickly. Both in Serbia and in the EU, on average it takes two years to close a business. However, doing so in Serbia is twice as expensive as in the EU. The cost of resolving insolvency in Serbia amounts to 20% of the debtor's estate, while the average figure for the EU stands at 10%. At the same time Serbian insolvency framework is relatively strong.
In addition, unlike majority of EU countries, and particularly unlike the USA, Serbia has yet another problem related to failed SMEs, that is, to their bankruptcy. It is a well-known fact that in the USA bankruptcy is considered an additional experience of an entrepreneur and generally does not pose a problem in obtaining a start-up loan. On the other hand, an entrepreneur in Serbia who has gone through bankruptcy is unlikely to be granted another loan by a bank or any other financial institution. This means that learning through one's own mistakes for entrepreneurs in Serbia is hardly possible.
All this has motivated the authors of this paper to conduct research into the factors having an adverse effect on SME performance in order to enable entrepreneurs/owners to react timely and avoid business failure, or to enable them to recover more quickly after failure. Since entrepreneurs in Serbia cannot easily overcome bankruptcy of their SMEs and start a new business learning from past mistakes, the authors of this paper attempted to provide entrepreneurs with a possibility to learn from the examples of other SMEs and promptly detect problems in their business operation.
Furthermore, understanding the issue of SME failure will provide the policymakers with the information necessary for defining the appropriate policy framework in order to remove the obstacles encountered by SMEs and ensure they get adequate help and support.
Reviewing the available literature dealing with the causes of SME failure throughout the world and the possibility of recovery after failure, the authors of this study focused on the effect of various factors on SME business results. For instance, Khoshnodifar et al. (2016) have researched the influence of various communication channels on the success of SMEs. Mahmuda and Hilmi (2014) have investigated the relationship between application of total quality management concept and SME business results. Palacios-Marqués, Soto-Acosta, and Merigó (2015) have studied the factors affecting knowledge exchange within an SME through the Internet technologies and have found a negative correlation between competitiveness and Web knowledge exchange within an SME.
Furthermore, a certain number of studies have aimed to determine the factors leading to SME failure (Balcaen and Ooghe 2006; Franco and Haase 2010; Gaskill, Van Auken, and Manning 1993; Hammer and Khelil 2014) . These factors were often associated with entrepreneurial characteristics as well as the relationship between an SME and the environment in which it operates. In most cases, the effects of these factors have been studied in isolation, whereas only a small number of researchers have studied their combined effect on SME failure (Hammer and Khelil 2014; Nikolić et al. 2015) .
Researchers have also engaged in developing mathematical models for prediction of SME failure. Thus, aiming to predict business failure, Chen (2013) has developed a hybrid adaptive-network-based fuzzy inference system, whereas Li and Sun have used various methods of business failure prediction (BFP) such as Gaussian case-based reasoning (Li and Sun 2009) , hybrid 2 case-based reasoning (Li and Sun 2010) , principal component case-based reasoning ensemble (Li and Sun 2011a) , ranking-order case-based reasoning (Li and Sun 2011b) support vector machines (SVM) (Li and Sun 2011c) . In their model Lin, Yeh, and Lee (2011) , have used hybrid manifold learning as well as SVM to analyse data in order to predict business failure, whereas Huang et al. (2008) and Xu et al. (2014) have suggested using various financial ratios for the purpose of BFP. Multi-criteria decision making methods have also been applied by Zopounidis and Doumpos (2002) .
Taking into account the considerations mentioned above, the study presented in this paper aims: (1) to identify the factors that have an adverse effect on SME performance and can lead to business failure, as well as factors having an effect of the level of recovery of SMEs after failure; (2) to develop a measurement scale for probability assessment of SME failure, as well as of the achieved level of SME recovery after failure based on the relationship among factors that caused the failure of other SMEs in the past and the achieved level of recovery after failure and (3) to make SMEs conversant with the causes leading to their potential failure, in order to enable them to react in a timely manner and avoid future failure occurrences, as well as to ensure their faster and easier recovery after failure.
Previously, the authors of this paper had conducted an in-depth literature review in their research on the topic of SME business failure aiming at identifying various factors contributing to SME failure. The authors of the mentioned study grouped these factors into two categories: the factors related to the characteristics of an SME owner/entrepreneur (demographic characteristics, start-up motivation and personal characteristics) were marked as individual factors and they comprised the first group of factors. All the other factors that could not be grouped into this category were marked as non-individual and were further classified into two subgroups: internal and external non-individual factors. The main criterion for classification into internal and external factors was whether or not the entrepreneurs/owners of SMEs can have an influence on non-individual factors. Thus, the group of internal non-individual factors comprises the factors that are under the control of entrepreneur/owner of an SME such as the SME organization, the decision-making process, as well as other factors stemming from the characteristics of SMEs. The other set of factors comprises the factors related to the SME environment, which entrepreneurs/owners of SMEs cannot influence (economic environment, taxes, government, competition, and so on.). The authors marked these factors as external non-individual factors. Hammer (2014) has proposed a similar classification of factors, since he also makes a distinction among entrepreneurial factors, organizational factors as well as the factors related to business environment.
Subsequent to identification and analysis of the factors, which was carried out by applying suitable statistical techniques, the authors of this paper attempted to construct a hypothetical model for evaluating the effects of certain factors on the level of entrepreneurs' recovery from the previous entrepreneurial failure. In this way, both the existing and the future entrepreneurs/owners of SMEs would have an insight into the factors affecting SME performance and, consequently, would be familiar with the factors they should influence in order to improve SME business results, as well as the factors for whose influence they should prepare an adequate response. The obtained results would also help the creators of the political and economic environment, serving as a basis for redefining the strategy of development and sustainability of the entrepreneurial sector, which would in turn improve the conditions under which SMEs operate. Furthermore, the authors also had in mind filling in the literature gap, considering the fact that most research in this field has been focused on successful SMEs, whereas the unsuccessful ones have been neglected, particularly so in the Republic of Serbia.
Theoretical Framework and Development of Hypotheses
Using Scopus, EBSCO and Science Direct services, the authors reviewed the available literature on the subject of SME failure in order to identify the factors having an adverse effect on SME performance and eventually leading to business closure. As previously indicated, all the identified factors were classified into one of the three defined groups of factors. The group comprising individual factors is associated with the characteristics of SME owners/entrepreneurs. Due to high costs of hiring professional managers, most SME owners decide to run their businesses by themselves (Rajaram 2008) . This can often prove to be a wrong decision since they can easily become overburdened by a great number of responsibilities, which may eventually lead to business closure (Adisa, Abdulraheem, and Mordi 2014) .
There is a similar situation in the Republic of Serbia, where most owners of SMEs are simultaneously their managers, which is why this research is focused on the entrepreneurs, that is, owners of SMEs. Many authors have already proved that personal characteristics of SME owners/entrepreneurs have an effect on their business results (Alasadi and Abdelrahim 2007; Baron 2007; Entrialgo and Iglesias 2017; Hammer 2014; Kivrak and Arsland 2007; Tshivhase and Worku 2012; Woldie, Patricia, and Adebimpe 2008) . Among the significant factors, the demographic characteristics of the SME entrepreneur/owner are mentioned first. These include age, gender, educational level, marital status, etc. The influence of these factors has also been reported by Fairoz, Hirobumi, and Tanaka (2010) . In addition, Brush (1992) has found that gender has an effect on business outcomes of an enterprise, whereas Sherifat (2013) has established that the factors having a considerable effect on the business outcomes of female-operated SMEs are: marital status, children's age and the distance of the enterprise from the place of residence, whereas in male entrepreneurs these factors are associated with risk taking, inability to innovate, the lack of government support, the level of training as well as the impact of friendly relations. In addition, Sherifat (2013) has pointed to the fact that male and female entrepreneurs are not equally motivated to start a business. Male entrepreneurs are motivated by the desire to achieve business success, whereas female entrepreneurs are motivated by supporting a household. Similarly, Santos, Roomi, and Liñán (2016) have concluded that the intention to start a business enterprise is stronger in men than in women. Further, De Massis et al. (2015) have indicated that family engagement in SME top management has an effect on SME performance. It is also acknowledged that an entrepreneur's level of education also influences SME business success. Thus, Mudavanhu et al. (2011) have indicated that the probability of SME survival is much higher if an entrepreneur has some education in business. Also, the importance of an entrepreneur's experience cannot be overestimated. Accordingly, Inkoun (2003) has stated that SME owners with entrepreneurial experience have greater chances of success compared to the owners who have no such experience. Moreover, numerous authors have come to the conclusion that the lack of managerial experience (Akabueze 2002; Olawale 2014) as well as managerial skills (Adisa, Abdulraheem, and Mordi 2014; Alasadi and Abdelrahim 2007; Arasti, Zandi, and Talebi 2012; Temtime and Pansiri 2004; Tushabomwe-Kazooba 2006) can lead to SME failure. Consequently, they point to the importance of entrepreneurship and management education (Olawale 2014) .
In this connection, Longenecker et al. (2006) have found that the cause of high SME failure rate in South Africa can be ascribed to the low level of entrepreneurial motivation and managerial skills. They have also pointed out that problems related to SME management emanate from insufficient education, motivation and skills of most managers. In addition, Bouazza, Ardjouman, and Abada (2015) point out that SME performance is affected by the entrepreneur's age, gender, motivation, education, experience, the way of thinking, personal values, as well as an inclination to risk-taking and innovation. Numerous authors who have also studied characteristics of an SME entrepreneur/owner as factors that can potentially lead to business failure have come to the conclusion that start-up motivation should also be taken into consideration along with other factors leading to SME failure (Arasti, Zandi, and Talebi 2012; Ooghe and De Prijcker 2008; Ooghe and Waeyaert 2004; Ropega 2011) . These researchers have not analysed the influence of entrepreneur's gender on start-up motivation. They do not make a difference between male and female entrepreneurs' motivation but rather deal with it in general terms. Pinhold (2008) points out that entrepreneurs/owners who decide to start a business in order to achieve financial gain, often fail due to poor business predictions, as well as poor assessment of the risks associated with their business. The impact of personal characteristics of entrepreneurs/owners on SME performance has also been identified by Ooghe and De Prijcker (2008) . Thus, various personal traits of entrepreneurs/owners have been analysed in various studies such as: self-confidence (Hammer 2014) , the need for self-assertion (Arasti 2011) , an inclination to risk-taking (Bouazza, Ardjouman, and Abada 2015; Chittithaworn et al. 2011; Hammer 2014; Ooghe and De Prijcker 2008; Sherifat 2013) , creativity (Arasti 2011; Park 2005; Shariff and Peou 2008) as well as independence (Shane, Locke, and Collins 2003; Širec and Močnik 2010) .
All the mentioned individual factors should not be viewed separately. As a matter of fact, it is very important for entrepreneurs to identify opportunities and threats in their environment in order to avoid SME failure and to be able to achieve faster and easier recovery after failure. Park (2005) considers that in order for entrepreneurs/owners of SMEs to be able to recognize real opportunities and threats in their environment, it is necessary that they should possess certain technical and managerial skills, motivation and personal values such as the need for self-assertion, openness to risk taking, creativity and innovativeness.
Consequently, based on a wide literature review, the first hypothesis to be tested in this research is as follows:
The individual characteristics of entrepreneurs/owners of SMEs are significant factors influencing the level of SME recovery after failure.
As previously indicated, non-individual factors affecting the SME performance are further classified into subgroups of internal and external factors. The group of internal non-individual factors includes the factors related to the characteristics of an SME such as its size, organizational structure, the sector in which it operates, life cycle stage, the age of business, as well as the decisions made by the management. Thus, for instance, as an important internal non-individual factor contributing considerably to SME performance is its size. Not surprisingly, the impact of SME size on its business performance has been researched by many authors (Bruce et al. 2009; Chittithaworn et al. 2011; Collett, Pandit, and Saarikko 2014; McMahon 2001; Rocha et al. 2011; Smallbone, Leig, and North 1995; Williams 2014 Williams , 2015 Woldie, Patricia, and Adebimpe 2008) . The most frequently indicated cause in analysing the influence of SME size on its failure is associated with the resource-based view. This implies that big firms have better economies of scale and as a result lower operating costs (Laidler 1972; Mittelstaedt, Harben, and Ward 2003) , which is unlike small enterprises where high fixed costs can cause their failure (Hall and Tu 2004) . It has also been confirmed that large firms are more stable (Asgary, Muhammad, and Nooreddin 2012) and have fewer problems during the recovery period compared to small ones (Asgary, Muhammad, and Nooreddin 2012; Dahlhamer 1998; Kroll et al. 1991) .
As far as the impact of the age of the enterprise on its performance is concerned, different authors have drawn different conclusions. Many authors consider that there is a positive correlation between the age of the enterprise and its performance (Hager et al. 1996; Watson 2007; Williams 2015) , arguing that older firms have larger resources and supplies than the younger ones and can therefore handle unexpected expenses and operational problems more easily. Moreover, according to this group of authors, older firms have better knowledge of their business environment (Hager, Galaskiewicz, and Larson 2004; Ucbasaran et al. 2010) . On the other hand, there is a group of authors arguing that this correlation is negative due to the fact that older firms find it more difficult to adapt to the environment in which they operate (Amankwah-Amoah 2016; Barron, West, and Hannan 1994; Ensari and Karabay 2014) .
The following factors that can be included in this group are: inadequate management ( Consequently, the second hypothesis that will be tested in this research is as follows:
H2: The characteristics of SMEs as internal non-individual factors have a considerable effect on the level of their recovery after failure.
The last group of factors comprises non-individual external factors on which SME entrepreneurs/owners do not have a direct influence and which are out of their control. The most frequently mentioned factors within this group are: economic environment (Amankwah-Amoah 2016; Bradley et al. 2011; Christen et al. Christen et al. 2013; Ihua 2009; Irjayanti and Azis 2012) , taxes (Christen et al. 2013; Khelil and Hammer 2013; Tlhomola, Rankhumise, and Van Niekerk 2010; Tushabomwe-Kazooba 2006) , the government ( (Hiatt and Sine 2014; Olawale and Garwe 2010) , SME location and the surrounding infrastructure (Ihua 2009; Williams and Jones 2010) . Some of these factors will be briefly considered here. To begin with, the role of the government in improving the position of SMEs is seen as pivotal by a great number of authors. They hold that by taking the appropriate measures, the government can create a favourable business climate, which is essential for successful SME performance. The problems arise due to complicated regulations entailing lengthy and costly administrative procedures, thereby needlessly delaying the scheduled product launch date and decreasing its chances of success (Irjayanti and Azis 2012) . Moreover, Tushabomwe-Kazooba (2006) identified the delay in handling applications as an external factor of SME failure. Apart from complicated procedures, another obstacle preventing successful SME performance is high taxation, which imposes a heavy burden on SME operation in certain economies, especially the ones in transition. In the study conducted by Tushabomwe-Kazooba (2006) , high taxes are indicated as the main external factors of SME failure in Uganda. Similarly, high tax rates are identified as a huge obstacle to SME growth in Algeria (Bouazza, Ardjouman, and Abada 2015) .
The group of non-individual external factors also includes the location of an SME, primarily the infrastructure of the environment in which it operates. Ihua (2009) has pointed out that bad infrastructure can be the cause of SME failure, whereas Williams and Jones (2010) have found that firms in rural areas are more likely to fail than the ones in urban locations. Williams (2014) explains this by suggesting that the location has an effect on SME access to markets. Thus, poor infrastructure and unfavourable location affect the process of supplying customers with the products of a particular firm. If a firm fails to do so due to poor infrastructure, the customers will turn to other suppliers, which will certainly affect the firm's business results. These problems are most frequently encountered in rural areas owing to the fact that they often have less developed infrastructure than the urban ones. Furthermore, major infrastructural factors include stable power and water supply, a developed telecommunications network, a favourable price of production materials and accessibility of markets (Chadhliwa 2015; Mudavanhu et al. 2011; Olawale and Garwe 2010) . The availability of qualified workforce is also an important factor since the lack of qualified workers can lead to SME failure (AmankwahAmoah 2016; Olawale 2014). Having reviewed the literature on the subject, Nikolić et al. (2015) listed additional non-individual external factors.
Based on the research literature, the third hypothesis that will be tested in this research is:
H3: The characteristics of SME business environment as external non-individual factors have a considerable effect on the level of SME recovery after failure.
Also, with reference to what has been stated previously, it is possible to formulate the last, fourth hypothesis to be tested in this research:
H4: Individual characteristics of an SME entrepreneur/owner, along with non-individual internal SME characteristics and non-individual external characteristics of the environment in which an SME operates, contribute to SME failure.
The authors tested all the hypotheses by using structural equation modelling (SEM) procedure.
Research
The data necessary for this study have been collected by using the questionnaire devised in accordance with the existing literature and analogous to the ones used in similar studies (Arasti 2011; Arasti, Zandi, and Bahmani 2014; Arasti, Zandi, and Talebi 2012; Chittithaworn et al. 2011; Franco and Haase 2010; Koksal and Arditi 2004; Scherger, Vigierb, and Barberà-Marinéc 2014; Woldie, Patricia, and Adebimpe 2008) . The starting questionnaire used in this study contained 18 questions designed to collect data on demographic characteristics of entrepreneurs/owners of SMEs and 36 questions designed to assess the influence of certain factors on SME failure and the level of its recovery. The development of this questionnaire was presented in the paper by Nikolić et al. (2015) . The group of questions related to the factors having an effect on SME failure and the level of its recovery contains six subgroups (Appendix A, Table 2 ). The subgroup questions I1, I2 and I3 are related to the influence of individual factors, whereas subgroups E1, E2 and E3 are associated with the influence of non-individual factors. More specifically, subgroups E1 and E2 refer to the influence of external, whereas subgroup E3 refers to the influence of internal non-individual factors.
The questionnaire was used as a research tool for the collection and assessment of the effect of certain factors based on the opinion of 600 entrepreneurs from Serbia who had closed or changed the business activity of their SMEs in the previous years. A total of 520 correctly filled in questionnaires were collected and such a high response rate (86.7%) was achieved due to direct face-to-face contact of the researcher with the respondents. The rating of the influence of certain factors was performed using a five-point Likert scale on which one denotes the weakest and five the strongest influence. In addition, the questionnaire also comprises yes/no questions. After the data had been entered into a computer database, it was statistically processed in order to set up a structural equation model and test the proposed hypotheses.
Results
Questionnaire responses were analysed using both descriptive and inferential statistics as well as multiple criteria decision analysis (MCDA) techniques. The software used in this research was Statistical Package for Social Sciences (SPSS) 18, as well as DECISION LAB (V.1.01.0388) and LISREL 8.80. The descriptive analysis of the entrepreneurs who participated in this research is shown in Table 1 , whereas mean values for responses to certain questions are given in Appendix A (Table 2 ). According to the results presented in Appendix A (Table 2) , all factors influencing SME failure can be classified into 6 groups, with the total number of 36 questions. .
Characteristics Percent
Failed SMEs (N = 520) These groups are: I1 -Individual factors/Private time activities, I2 -Individual factors/Personal characteristics of entrepreneurs and owners of SMEs, I3 -Individual factors/Start-up motivation, E1 -Nonindividual external factors/PESTEL analysis, E2 -Non-individual external factors/Infrastructural issues, E3 -Non-individual internal factors/Factors of business environment.
Internal consistency of all groups of questions from the questionnaire was tested using Cronbach α coefficient. Internal consistency refers to the degree to which all items on a particular test measure the same attribute (Cronbach 1951) . If Cronbach α coefficient is higher than 0.7, then it can be considered that internal consistency and stability of data have been achieved (Nunally and Bernstein 1978) . However, since a high value of Cronbach α coefficient does not necessarily point to a high degree of reliability, additional tests were conducted, that is, calculations were made of Spearman-Brown coefficient and Ω coefficient, whose value should also be higher than 0.7 (Milijić et al. 2014) . After the groups of questions presented in Appendix A (Table 2) had been analysed, it was established that only group I1 did not meet the necessary criteria to be included in further analysis. Consequently, further analysis was performed on the remaining 30 questions presented in Table 2 in Appendix A.
Subsequent to testing the measurement scale reliability, correlation analysis was done to determine whether linear or nonlinear statistical methods should be used in further analysis of the responses. This was necessary having in mind the fact that correlation analysis is a well-known method of statistical evaluation used to study the relationship among variables (Yu et al. 2015) . The results of correlation analysis of question pairs were presented in the study by Mihajlović et al. (2015) . Since there was a statistically significant correlation between question pairs, it was determined that the methods of linear statistical analysis could be applied.
Factor analysis belongs to a group of techniques of multivariation statistical analysis used for examining the structure within a set of observed variables and for data reduction (Stewart 1981) . Consequently, it was used in this research to establish the connections and relations among the proposed groups of questions. The results of factor analysis were presented in a study by Mihajlović et al. (2015) . These results were used for the construction of a SEM to test the proposed hypotheses and to show the impact of certain groups of factors on the level of SME recovery, which is marked as variable Y (Figure 2 ). SEM is a technique of multivariate statistical analysis used for testing hypotheses related to causal relations between the observable and latent variables. Within SEM, there are two distinct models: the measurement model and the structural model. The former defines latent variables as a function of the observed variables, whereas the structural model shows the direction and the strength of the relations among latent variables (Arı and Yılmaz 2016) . Also, SEM includes two types of latent variables: endogenous and exogenous ones. Exogenous variables are considered independent and they cause the changes in the values of other latent variables. On the other hand, endogenous variables are considered dependent and are directly or indirectly determined by exogenous variables. The changes in the values of endogenous variables are accounted for by the model since all latent variables influencing them are included in the model, whereas the changes of exogenous variables are accounted for by the factors outside of the model (Byrne 2010) . In Figure 2 , exogenous variables are represented by rectangles, whereas endogenous variables are represented by ellipses. The numerical values shown in the figure represent the values of correlation coefficients of the relations between exogenous variables (items in the questionnaire) and endogenous variables (analysed groups of factors), as well as the values of the regression coefficients indicating the influence of certain groups of factors on the level of SME recovery, which is marked as variable Y. All the mentioned coefficients had statistical significance at a level of p < 0.01.
Further analysis of statistical significance of each observed factor based on different criteria was carried out employing MCDA methodology based on PROMETHEE II technique sustained with geometrical analysis for interactive aid (GAIA) plane representation. The software used in this research was DECISION LAB (V.1.01.0388) since it applies the PROMETHEE II complete ranking and GAIA visualization. PROMETHEE (Preference Ranking Organization Method for Enrichment Evaluation) belongs to the group of MCDA methods and was developed by Brans (1982) . It was later improved by Brans and Vincke (1985) . The PROMETHEE method includes several versions (PROMETHEE I, II, III, IV, V and VI) and version PROMETHEE II performs complete ranking of the alternatives based on the net flow value. In this method, the alternatives are compared pairwise based on each criterion. Each criterion is assigned a function of preference denoting the intensity of preference of one alternative over the other. The authors of the method introduced six preference functions (Usual, U-shape, V-shape, Level, Linear and Gaussian) depending on indifference and preference thresholds. Next, the preference index is calculated, which represents preference intensity of one alternative over the other. Based on the preference index, the positive and negative outranking flows are calculated, which can be used for calculation of the net flow as the difference between the positive and negative flow. This enables PROMETHEE II to carry out the ranking of the alternatives. The greater the net flow, the higher the overall preference for the alternative (Brans 1982; Brans and Mareschal 1994; Brans and Vincke 1985) . One of the reasons of popularity of this method is the existence of suitable software solutions which make its application easier.
The results of the application of the PROMETHEE II method on the data collected in this research are presented by means of the PROMETHEE ranking of the impact of certain factors and GAIA plane (Figure 3 and Figure 4 ) so that an insight can be gained into different attitudes of entrepreneurs/owners of SMEs with respect to different criteria. The ranking of all the mentioned factors that have an impact on SME failure depending on the level of recovery of entrepreneurs who participated in this study is presented in Appendix B (Table 3 ). The idea was to analyse the factors leading to failure and the factors influencing SME recovery separately for the group of entrepreneurs who have completely recovered, then for those who have not recovered yet, as well as for the whole population of entrepreneurs included in this survey. In this way, a conclusion could be drawn as to the extent to which the attitude of owners/entrepreneurs towards each selected factor influences the level of recovery and vice versa.
A detailed discussion of all the results obtained in this study is presented in the following section.
Discussion
The testing of the hypothesis related to the influence of certain groups of factors on SME performance was done using the SEM analysis presented in Figure 2 . Thus, on the basis of the structural equation model in Figure 2 , we have verified the following interactions between the variables: Factor I2 (Individual factors/Personal characteristics of entrepreneur and owner of an SME) has a weak negative relation with variable Y (level of SME recovery) due to the fact that the value of its regression coefficient with variable Y equals −0.07. This indicates that the respondents who gave high ratings to questions in group I2 have a lower level of recovery than the ones who gave lower ratings to I2 questions. This practically means that the respondents who consider personal characteristics of entrepreneurs to be the most important factor above all others, have the least chance of recovery after SME failure. On the other hand, factor I3 (Individual factors/Motivation for SME start-up) is positively correlated with variable Y, and has a considerable influence since the regression coefficient is 0.4. Consequently, high ratings given to questions from group I3 are related to respondents' high level of recovery. In other words, the respondents who gave the highest ratings to start-up motivation have the greatest chances of recovery after SME failure. In accordance with the above considerations, it can be concluded that hypothesis H1 can be verified since there is a statistical significance among individual factors from groups I2 and I3 and the level of recovery Y at p < 0.01, whereby correlation coefficients indicate the type of their influence.
Internal non-individual factors (E3) correlate negatively with the level of recovery, with the regression coefficient being −0.16. This indicates that the respondents who assigned the highest ratings to internal nonindividual factors of SME performance have at the same time the lowest level of recovery after failure. Since this regression is statistically significant (p < 0.01), hypothesis H2 can also be considered verified.
Furthermore, external non-individual factors E1a and E1b also have an impact on the level of recovery at a statistically significant level of p < 0.01. The obtained structural model suggests that E1a has a positive effect, whereas the effect of E1b is negative. The regression coefficient for E1a amounts to 0.48, whereas its value for E1b is −0.48. Thus, the respondents who consider that political, economic and social factors have the greatest effect on SME performance have a considerably higher level of recovery compared to the ones who assigned the highest ratings to non-individual external business conditions (technological, environmental and legal factors). On the other hand, the factors in group E2 (External non-individual factors/PESTEL analysis) show weak correlation with the level of recovery. Subgroup E2a has a regression level of 0.12, whereas its value for E2b amounts to 0.04. However, the existence of statistical significance between the level of recovery and external non-individual factors indicates that hypothesis H3 can be considered verified since in this case, too, the level of statistical significance is p < 0.01.
Since the impact of all endogenous variables (I2, I3, E1a, E1b, E2a, E2b and E3) on the key variable Y is observed simultaneously in SEM modelling, with all their relations having statistical significance at a level of p < 0.01, it can be said that the fourth hypothesis proved to be valid. This implies that a combination of the effects of the mentioned factors can have a direct impact on SME failure but also on the level of its recovery.
Further analysis was performed using the PROMETHEE method. Figure 3 shows the results of the GAIA presentation and the PROMETHEE ranking of non-individual factors that can have impact on SME operations, in accordance with the attitudes of the entrepreneurs, based on the following criteria: the level of recovery, business life cycle and previous business sector. The results on the GAIA planes in Figure 3 , should be interpreted in following way. The criteria are represented by rectangles, while the factors are marked as triangles. If any of the triangles is located near the rectangle, it means that this particular factor is the most important one regarding that particular criterion. In this way, for example, based on the position of the values of the criterion -the level of recovery on the GAIA plane (represented by rectangles), with respect to the position of the factors from group E1 (represented by triangles) we can draw the following conclusions: Entrepreneurs with the level of recovery equal to 5 think that the most important factor from group E1 is E1bQ1 (technological problems), whereas those whose level of recovery is 1, think that E1aQ3 (social issues as external factors can affect SME operation) is the factor with the highest influence.
Similarly, with respect to the company's life cycle stage as a criterion, for instance, the entrepreneurs whose SME failed in the growth stage think that the most significant infrastructural factor is the existence of markets for products or services (E2bQ2). On the other hand, these entrepreneurs consider the lack of suppliers of the necessary production materials (E2bQ3) to be the least significant infrastructural factor.
With respect to business sector of the failed SME, the most significant internal non-individual factor for the enterprises operating in agricultural sector is the delayed loan repayment (E3Q2), whereas, based on the same criterion, for the enterprises operating in the services sector, the most significant factor is the level of clearing/barter transactions (E3Q7).
On the other hand, all entrepreneurs/owners of SMEs, irrespective of the level of recovery, consider environmental problems (E1bQ2) to be the most significant criterion from E1 group, whereas economic problems (E1aQ2) are considered to be the least significant ones. These results are presented using the PROMETHEE complete ranking of the alternatives and can be seen below the GAIA planes, in Figure 3 . With respect to group of factors E2, the availability of suppliers of the required production materials (E2bQ3) is the most significant factor and the least significant factor is considered to be the existence of markets for products or services (E2bQ2). From the group of factors E3, the most significant factor turns out to be the level of unencumbered fixed assets (E3Q6), whereas the least significant one is the management of receivables/payables (E3Q1).
Accordingly, if SME's life cycle stage is set as a criterion, the most significant factor from group E1 is factor E1aQ2 (economic issues), whereas environmental issues are the least significant one (E1bQ2). As far as group E2 is concerned, the entrepreneurs/owners of SMEs consider the supply of electricity to be the most significant factor (E2aQ2) and the least significant one for them is the availability of suppliers of the required production materials (E2bQ3). If we look at group E3, the most significant factor turns out to be difficulties in obtaining new technologies (E3Q4), whereas the level of unencumbered fixed assets (E3Q6) is considered to be the least significant factor.
If the sector in which the failed SME operated is set as a criterion, the most significant factor in group E1 turns out to be environmental issues (E1bQ2), whereas the least significant is economic issues (E1aQ2). From the group of factors E2, the most significant is the availability of suppliers of the necessary production materials (E2bQ3) and the least significant is the supply of electricity (E2aQ2). Finally, among the group of factors E3, the level of unencumbered fixed assets is considered the most significant (E3Q6), whereas the least significant is difficulties in obtaining new technologies (E3Q4).
The PROMETHEE ranking and GAIA presentation of individual factors (I2 and I3) based on the level of recovery, life cycle stage and previous business sector as criteria is presented in Figure 4 . Based on the results presented in this figure, if the level of recovery and life cycle stage of an SME are set as criteria, SME entrepreneurs/owners consider self-confidence (I2Q1) to be the most significant factor and the need of achievement (I2Q2) the least significant one. For the criterion of previous business sector, being independent (I2Q6) turns out to be the most significant factor, whereas the need of achievement (I2Q2) is again the least significant one. As far as group I3 is concerned, good business connections (I3Q5) as a start-up motive are considered the most significant factor according to all criteria, whereas financial motives (I3Q2) as a reason for starting an SME emerge as the least significant factor.
The impact of individual factors, that is, personal characteristics of entrepreneurs/owners of SMEs based on the criteria of the level of recovery, business life cycle and the business sector of the failed SME is also presented in Figure 4 by means of a GAIA plane. As indicated by the results in Figure 4 , the entrepreneurs who gave the lowest ratings to the level of recovery, that is, those who have not recovered, think that creativity (I2Q4) has the greatest impact on SME success. Alternatively, the entrepreneurs who gave the highest ratings to the level of recovery think that an internal locus of control is the most significant factor, preventing an SME from failure. For the enterprises who were in stagnation at the time of failure, the best ranked factor from group I3, based on the business life cycle criterion, is I3Q4 (self-confidence), whereas I3Q1 (being independent) is the most significant factor for the enterprises that were in the growth stage.
Consequently, based on all the results given in Figure 3 and Figure 4 , we can identify the most negative factors affecting the operations and the level of recovery of an SME. From the group of factors E1, it is factor E1aQ2 (economic issues), whereas, from group E2 the factor that stands out is E2bQ2 (existence of market for products and services of SMEs). The most negative internal non-individual factor turns out to be E3Q1 (management of recievables/payables). The most negative factors from the group of individual factors are I2Q2 (the need of achievement) from group I2 and I3Q2 from group I3, indicating that the start-up motivation was of financial nature.
On the basis of the results obtained by ranking, we can make the following observations: Concerning the result that economic problems have the strongest negative impact on SME performance, it can be said that it was expected since Serbia is a transition economy with a low economic growth rate so that a great number of limitations stem from the economic environment in which SMEs operate. Policymakers should provide more favourable economic conditions for SMEs by eliminating complex procedures, as well as by reducing high taxation which are a hindrance to the development of the entrepreneurial sector.
In addition, it is necessary to ensure greater financial discipline regarding collection of receivables. More than 80% of entrepreneurs settle their obligations to suppliers within 45 days, whereas only 57% of them manage to collect their receivables within the stated period, which certainly imposes an additional burden on SMEs leading to their insolvency. The SMEs operating in the construction business take longest to collect their receivables. The collection period for 54% of them is more than 45 days, whereas in the wholesale sector it takes every second SME more than 45 days to collect its receivables (Belgrade Chamber of Commerce 2015).
Considering the fact that in 2016 it took some enterprises in Serbia as long as 200 days to collect their receivables, it is understandable why many of them had to close down their business. Long payment terms generate great inefficiency in economy, which is often unobservable at first glance. The very fact that payment terms for the delivered goods in Serbia are four times longer than in Austria means that in the same period an Austrian firm makes four times more production cycles, increasing the turnover, productivity and profit. On average, about 10% of receivables never get collected because the debtors go bankrupt.
All the indicators of financial discipline in Serbia rank it among the worst in Europe. For instance, in terms of non-performing loans amounting to 20% (after huge write-offs in 2015) Serbia ranks at the very top. Another indicator of poor financial discipline is tax debt, which amounts to 770 billion dinars (6.5 billion euros). Half of that amount is considered uncollectable since it is owed by enterprises going through bankruptcy, restructuring, liquidation or by the enterprises which have been deleted from the records of the Serbian Business Registers Agency. On the other hand, according to the data released by the international company EOS, on average 23% of the receivables are not collected in due time. The lowest number of overdue payments was recorded in Germany (17%) and the highest number of them was recorded in Greece (28%), Romania and Bulgaria (27%), Russia and Hungaria (26%) and Croatia (22%). However, the average payment term in Europe is 36 days, with 33 days being the average in Western Europe and 38 days in Eastern Europe (EOS 2016; Obradović 2016) .
In addition, as a result of their insufficient entrepreneurial and marketing knowledge, SME entrepreneurs/owners often do not take into consideration the needs of the market first but start from the product instead. Therefore, it is not surprising that their main problem is finding the market for their products.
The obtained result indicating that the need for achievement and the desire to make a profit is the most negative individual factor can be explained using Pinhold's (2008) findings, according to which business founders striving for achievement and profit overrate the returns and underrate the risks involved, which could lead to negative outcomes. In order to overcome this problem it is necessary to organize training for future entrepreneurs in the field of entrepreneurship and marketing with the aim of enabling them to evaluate their business ideas better and consequently reduce the risk of failure.
Considering the ranking of all the investigated factors that have an impact on SME failure with respect to the level of recovery of entrepreneurs who participated in this study (Appendix B, Table 3 ) we can draw the following conclusions:
For the group of entrepreneurs who have fully recovered after failure of the previous business, the most influential factors from the group of individual factors -personal characteristics of entrepreneurs/owners of SMEs (group of factors I2) turn out to be I2Q1 (self-confidence); I2Q5 (internal-locus of control) and I2Q6 (independence). The least significant factor for this group of entrepreneurs is I2Q2 (the need for achievement). For the group of entrepreneurs who have not recovered after the failure of previous business, the most significant factor from group I2 is only I2Q1 (self -confidence). Interestingly, the most significant factor from group I2 overall is I2Q4 (creativity), which is attributed to the great impact of the ratings of the entrepreneurs who have partially recovered from failure.
As far as the group of factors I3 is concerned (individual factors-start-up motivation) the most significant factor for the entrepreneurs who have fully recovered is I3Q2 (financial motives), whereas the factor of least significance is I3Q5 (good networks). Furthermore, the entrepreneurs who have not recovered at all rated the most significant and the least significant factors in group I3 in the same way as all other respondents. However, there are differences in rating factors according to significance at other positions.
Regarding the group of factors E1 (Non-individual external factors/PESTEL analysis), the situation is similar to group I3, with the same factor E1aQ2 (economic issues) being the most significant for all groups of entrepreneurs, whereas the least significant factor is E1bQ2 (environmental problems).
In the group of factors E2 (Non-individual external factors/Infrastructural issues) the most significant factor from the perspective of entrepreneurs who have fully recovered is factor E2bQ1 (possibility of increasing capacity). On the other hand, the most significant factor for the entrepreneurs who have not recovered at all is E2aQ2 (supply of electricity), which is at the same time the highest ranked factor. According to the ratings of all entrepreneurs, the least significant factor, regardless of the level of recovery is factor E2bQ2 (availability of the market for products and services), which is an alarming fact.
Finally, in group E3 (Non-individual internal factors/factors of business environment), the entrepreneurs from all three observed groups again have uniform opinions. Thus, regardless of the level of recovery, the most significant factor is E3Q1 (management of receivables/payables), whereas the least significant factor is E3Q6 (the level of unencumbered fixed assets). The ratings of other factors in this group are also different, except for the first and the last one.
Consequently, based on the results of this analysis, it is possible to create a profile of a typical entrepreneur who has had operational problems but who has successfully recovered after failure. This type of entrepreneur has a high level of self-confidence as well as an internal locus of control, ensuring him a high level of independence in his business dealings.
Such entrepreneurs are already established in business and they do not have an expressed desire to further prove themselves, which accounts for their reduced need for achievement. They were motivated to start their own business by their financial needs and their desire to earn money, as well as by their strong desire for independence. At first glance, their low need for business networking might seem unusual, but it can be explained by the fact that business clusters in Serbia are still not developed enough and that this concept has not been widely adopted yet. Furthermore and unfortunately, according to entrepreneurs who participated in this survey, potential environmental problems arising from their business operations are of least importance for SME success. However, they place great importance on infrastructural potential as a means of increasing their production capacities.
On the other hand, entrepreneurs who have not recovered from previous business failure rate all the factors as much less significant than the previous group. They were also motivated to start their business by financial reasons but also by their need for self-fulfilment. They attach greatest importance to self-confidence among all other personal characteristics. In addition, entrepreneurs in this group view unstable power supply as the most important infrastructural issue hindering their operation. In general, they rate non-individual internal factors as the cause of operational problems very low (e. g. factors of business environment), whereas they view external environment as most influential factor affecting SME performance.
What is worrying is the fact that both entrepreneurs who have successfully recovered from failure and those who have not attach little importance to the issue of availability of the market for products and services.
Conclusion
The importance of SMEs for the economy of a country is undeniable. Therefore, it is necessary to pay attention to negative influences which can endanger their survival and contribute to their failure, also making their recovery after failure more difficult. Identifying the factors that have the greatest impact on SME failure as well as on the achieved level of recovery will help the existing and future entrepreneurs to have a better insight into their business performance and their business decisions. Drawing on a wide range of literature on this issue and based on the presented analysis, the authors of this paper have focused on the most relevant factors that can cause failure of SMEs and make their recovery more difficult. Upon evaluation of these factors, the following essential findings can be pointed out:
-The most important factors have been classified into groups of individual, non-individual external and nonindividual internal factors. Unlike the previous studies, where particular factors were studied separately, in this study, all the factors were investigated simultaneously, which gives additional novelty to this research.
-The impact of selected factors on the level of SME recovery has been investigated by using SEM. The results presented in the form of an SEM model point to the existence of a statistically significant impact of groups of factors on the level of recovery of SMEs. Hence, the authors have concluded that all four proposed hypotheses regarding the impact of certain groups of factors on SME failure proved to be valid.
-Further analysis has been carried out by means of the MCDA method and the impact of the level of recovery, business life cycle stage, and the sector of a failed SME on the ranking of certain factors has been examined.
The results indicate that each of the mentioned criteria has an effect on the ranking of influential factors.
Based on the obtained results, the authors subsequently developed the following suggestions:
-The results obtained in this study could be used for developing a strategy for improvement of the conditions of the political and economic environment in which SMEs operate, as well as for reduction of problems encountered by SME entrepreneurs/owners.
-They can be also used for developing an appropriate system of support for entrepreneurs to help them in undertaking a new business venture, searching for new markets, developing growth strategy as well as providing sufficient start-up funds.
-Moreover, this study can be helpful in trying to reduce the number of failed SMEs, considering the difference in attitudes between successful and unsuccessful SME entrepreneurs/owners. This is of great importance since identifying the causes of poor SME performance is the first step in defining the appropriate policy of the development of entrepreneurial sector and providing support to new and the existing entrepreneurs.
-Also, the results of this research can provide entrepreneurs with valuable insights into the possible effects of certain factors on their newly established SME and point to the ways in which they can avoid SME failure based on experiences of the respondents in this study.
In the light of these findings, it has been the authors' intention also to fill the literature gap related to this issue, since there is a greater body of research focused on successful SMEs than on the failed ones. The final result of this research can serve as the basis for the formation of a measurement scale for "diagnostic assessment" of the existing SMEs which will enable entrepreneurs to avoid negative factors and improve their business performance. This is especially important in view of the fact that in the developed economies of West European countries and the USA, an entrepreneur who has gone bankrupt is considered more experienced in business and can easily apply for new loans necessary for new business ventures. Unfortunately, this is not the case in the region of South East Europe, and consequently in Serbia where the situation is completely different. After the failure of his enterprise, an entrepreneur does not stand the slightest chance of getting a new loan to recover his business and start a new venture. For this reason, learning from one's own mistakes in the entrepreneurial sector of the transition business environment in Serbia is almost impossible. The principal aim and motive of this research, therefore, was to analyse the reasons of SME failure as well as the impact of certain factors on its recovery in order for these results to be used for "health status assessment" of the existing and active SMEs. Thus, further analysis of this kind will certainly be future research subject of the authors of this study. The level of clearing/barter transaction as an internal factor can affect SME operation. 
